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Abstract 
Innovation, which hitherto, was used as a term to exclusively explain development in new technologies 
in the manufacturing sector, has now found an increasing usage and application in the service sector.. 
The advent of globalisation, has led to demographic changes and changes in technology. Similarly, 
service innovation has become significant and pose challenges not only to profit-oriented businesses, 
but also to non-profit organisations like higher education institutions, thus, requiring a ‘disruptive’ 
approach to innovation in the sector, with a view of targeting new customer groups, as well as 
enhancing service quality excellence to ensure satisfaction. Often, innovation creates large pool of new 
customers, such as new students in the case of higher education institutions and fulfilling the new 
expectations of current customers. Therefore, this conceptual paper seek to look at issues connected to 
service innovation, its characteristics and implications within the context of higher education 
institutions, particularly technological universities, so that new value propositions can be developed 
and utilised for service quality enhancement, positioning and gaining competitive advantage in the 
higher education marketplace. Conclusions were made regarding the implication for service innovation 
in fostering customer satisfaction. 
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1. Introduction 
Innovation, which was used as a term to explain development and changes resulting to new 
technologies in the manufacturing sector, has now found an increasing usage and application in the 
service sector [1]. As a result of globalisation and the acceptance of knowledge as a driver of 
sustainable development, the concept of innovation has been recognised as an important tool for 
enhancing service quality in universities [2]. Scholars had earlier noted the need for service 
enhancement in higher education, through a process of service innovation, albeit disruptive technology 
[3]. The advent of globalization, has led to demographic changes and changes in technology [1]. 
Similarly, service innovation has become significant and pose challenges not only to profit-oriented 
businesses, but also to non-profit organizations like higher education institutions, thus, requiring a 
‘disruptive’ approach  to innovation in the sector, with a view of targeting new customer groups, as 
well as enhancing service quality excellence to ensure satisfaction [4,5,6]  
1.1 Why service innovation? 
It has been argued that the dynamism in the global economy demonstrates the growing 
significance of changing activities in the service sector, which has seen a rapid growth of recent, such 
that studies on service science has become paramount [1]. But the question to ask is what does service 
innovation entails? In its white paper, University of Cambridge define service innovation as a 
combination of technology innovation, business model innovation, social – organisational innovation 
and demand innovation with the objective of improving on existing service system, create new value 
propositions, i.e. offerings or create new service systems, i.e. radical innovation [1,5]. Most times, 
radical innovation creates large pool of new customers, such as new students in the case of higher 
education institutions. Also service innovation can result from novel combinations of existing service 
elements to satisfy both current and future customers. 
Studies on the significance of service innovation have supported the assertion on service 
innovation as “new ways that service systems”, including higher education institutions, can adopt to 
improve on service delivery for enhanced satisfaction [1, 5, 7]. Hence, innovation involves a process of 
exploiting new ideas successfully in order to improve competitive position in the marketplace [18]. 
Also a study concludes that in many industries, including higher education industry, competition leads 
to service innovation, which in turn leads to customer satisfaction [8]. The service ecosystem 
comprising of many types of service systems: individuals, for-profit organisations, governments, higher 
education institutions are all interacting through value propositions to render services to numerous 
customers: individuals, students, and society [1,6]. As such, because of the interaction amongst the 
aforementioned actors in the servicescape, service innovation has become imperative in order to 
respond to the changing global expectations and needs in the higher education industry. 
The need for service innovation can also be attributed to the growth in service activities across 
different industries.  In this regard, it is affirmed that “the growth of service activity across industries is 
now widely recognised”- thus, leading to a shift in emphasis from improving on existing offers, to 
development of new offers that would attract new group of customers [1]. For instance, in the higher 
education industry, many conventional universities are now striving to bring into their customer net, 
those potential students who may not want to enrol in to the traditional class-based tutoring system, 
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either as a result of work schedules, family engagements or expensive tuition fees. On recognition of 
these inhibiting factors, flexible learning systems such as module- based tutoring, distance and online 
education are some of the new innovations introduced by the universities targeted at these 
disadvantaged customer group.  
Similarly, specialised institutions such as technological universities can adopt innovative 
strategies of introducing new course offerings, like information and communication technology (ICT), 
biomedicine, bioengineering, nanotechnology, biotechnology, medical engineering, which are not 
found in the traditional universities and also making huge investments in the provision of state-of the 
art-facilities with a view of attracting new candidates and to positively skew service quality perception 
of existing students [2,6,9]. 
Although, a new challenge or changes in public demands can propel innovation to occur, however, 
innovation in higher education may be prompted by the shifting expectations of students, drive for 
efficiency and productivity and the emergence of ‘disruptions’ driven by technology [5,10]. Further, 
innovation in higher education, which ultimately changes the way of doing things (often called 
disruptive innovation), are facilitated by new technology in place, and such changes are aimed at 
satisfying the growing segment of the market, in the case of universities, students, who are currently 
either not satisfied with the existing offers or those who are currently not served [5,10,11]. The 
aforementioned phenomenon, which was hitherto applicable to manufacturing organisations, has now 
permeated the higher education industry, as a result of proliferation of universities and the realisation 
of the fact that students who are regarded as major customers of the system  have expectations at both 
pre–enrolment and enrolment periods, a situation which calls for service innovation [12,6,9]. 
In discussing the need for innovations in higher education, two key questions arise: (1) How does 
innovation occur in higher education institutions, especially in universities? (2) If innovation occurs in 
universities, then how can it be managed for service excellence and public good? Although the second 
question is outside the scope of this paper, however, answers to the two questions lies in understanding 
the characteristics of disruptive innovation as a precursor to service innovation, as distinct from those 
changes that routinely occur in organisations. 
2.0 Characteristics of disruptive innovation: institutional perspectives 
Recent study identified three basic characteristics of service innovation, occasioned by disruptive 
technology: (1) targeting the needs of new group of customers (2) using enabling technology and (3) 
deploying new business model or value propositions [10]. First, in the cause of effecting service 
innovation, disruptive innovators often target/positioned their services to match the needs of new 
customers or the new found needs of existing customers, by providing more affordable and novel 
services or products which other competitors are not providing at the moment. For instance, because of 
the specialized nature of technological universities, they can provide new programmes, e.g. ICT 
courses, bioengineering, medical engineering, targeted at new segment of technologically-savvy 
Generation Y candidates, as distinct from the humanities-based and generic programmes offers by 
conventional universities [13,14,15]. Similarly, providing online programmes that can suit the 
peculiarities of working class and the elderly at homes is a way of targeting new groups different from 
those enrolled in the traditional class-based institutions.  
In essence, the former tuition system may seem to be less costly and simpler to use, than the 
latter’s costly tuition and hectic engagement. An important feature of this characteristics is that those 
institutions that believe in disruptive service innovation view new customers as important segment to 
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target, because they want things to be done in  different ways, whereas traditional institutions who are 
averse to truly new  innovation, may prefer spending to innovate on enhancing existing level of service, 
which though may help improve service quality, but can be more expensive to current customers, thus 
resulting to negative service quality perception [4,5]. 
Secondly, institutions that are disruptive innovation–oriented deploy or use enablers, i.e. those 
technologies that would assist in executing the agenda of new ways of doing things. In this context, 
state–of-the–art–facilities, such as new laboratory equipment, online technology, are some of the 
enabling technologies that help to simplify and enable technological universities develop strategic 
unique selling proposition to attract potential students, and also serve as means of delivering superior 
service to both current and new customers, i.e. students [2,6,9,10].  
Thirdly, the end result of service innovation through disruptive technology, is emergence of new 
value proposition i.e. a new way to organize people, technology and processes to deliver superior 
service at lower costs in a high quality environment [5,10,16]. Adopting a new value proposition would 
enable institutions that are disruptive innovators, such as technological universities, to be ahead of their 
competitors (conventional universities) that refuse to respond and target new customers, or fulfill the 
new expectations of current customers, because of the belief in the old way of doing, which is 
considered as inefficient [3,10]. 
 
Discussion and conclusion 
 
The interface between higher education institutions and students is more complex than before.  
Expectations of today’s students, combined with an increasingly competitive market and the demand 
for lifelong learning, presents a host of challenges and opportunities to higher education institutions. 
Maintaining this relationship requires paradigm shift from the old ways of doing things, to new 
methods, processes and technologies that disrupts the old order – a hallmark of service innovation. The 
above view concurs with an earlier study which posits that higher education is big business, which all 
institutions must be willing to play hard in order to produce and succeed [17]. As such, universities 
must bracingly position for differentiation to gain competitive advantage. But in doing so, innovation 
becomes imperative to achieving success, given the marketisation of higher education, occasioned by 
dynamics of globalisation. 
 In addition, institutions of higher learning, such as universities, can ill-afford to view their 
operations from an inside perspective only. Today’s higher education customers, notably students, 
expect better services across all dimensions of service quality: tangibles, reliability, responsiveness, 
assurance and empathy. The growing competition in the industry now fosters innovation to thrive, thus 
promoting service innovation, which positively impacts on the aforementioned dimensions of service 
quality. Higher education institutions that embrace innovative services stand to gain, because service 
innovation can help further their capabilities in value creation and provision to numerous customers: 
students, employees and society, thus delivering better products that would positively impact on service 
quality perceptions of these customers. As such, service innovation is required to improve quality and 
enhance customer satisfaction.  
Nowhere are people with abundant knowledge and skills readily available than higher education 
institutions. Such people, who can be referred to as disruptive innovators, are at the centre of service 
improvements. They are key players in the service innovation process, as they identify and realize a 
continuous flow of innovation in service systems. By implication, higher education institutions require 
adoptive innovators to compete in the globalised higher education industry [1,3,5]. For instance, 
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integrating service innovation through disruptive innovation, research and development, especially in 
technological universities, can have positive impact on researches in cutting-edge technologies such as 
biotechnology, nanotechnology, which can mean significant contributions by these universities in 
enhancing favourable consumer experiences of manufactured goods and services.  
We conclude that, higher education institutions’ ability to significantly impact on peoples’ quality 
of life, can only be facilitated through innovations, i.e. having a paradigm shift from the traditional, 
albeit less efficient ways of doing things, to innovative services that enhance customer satisfaction, just 
like what the profit-oriented organizations are doing. For innovation to be meaningful in higher 
education institutions, new skills are required for incorporation into the service delivery process, such 
as teachers becoming technologically-savvy in the teaching-learning process. By so doing, it will add 
impetus to students’ satisfaction, and thus leading to positive word-of-mouth referrals to potential 
customers.  
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